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GIFFEN'S CASE AGAINST BIMETALLISM. 



IN the number of the Political Science Quarterly for 
September, 1 893, there was published a review of Giffen's 
The Case against Bimetallism, signed by Charles B. Spahr. Mr. 
Spahr gives Mr. Giffen the credit for sincere and careful study 
of the question, and acknowledges his general fairness. But, 
according to Mr. Spahr, there is no real basis of fact to support 
Mr. Giffen's principal contention, which is, that the alleged 
bimetallism of France has never been a real bimetallism. Mr. 
Giffen asserts that there has been in France, during the so- 
called bimetallic period, no absolute interchangeable equality 
between gold and silver, at the legal ratio of 15^ to 1 ; and 
that there have been variations in this ratio, by which the 
commercial world has been governed. Mr. Giffen gives tables 
of figures showing these variations. The tables prove Mr. 
Giffen's statement, and form a solid basis for his argument. 
The task before Mr. Spahr is to overthrow this argument. I 
wish to direct attention to the method by which he attempts 
to do this. 

He quotes Mr. Giffen's argument as follows : 

In 1886, in a paper read at the Bankers' Institute, I published the 
figures of the actual premium on gold in Paris at the first of each 
month for the years 1820 to 1847, — the greater portion of the period 
— which placed the fact beyond doubt that gold and silver did not 
pass in all that time at the ratio, but that gold varied in price usually 
between one-half per cent and two per cent premium, with not very 
frequent and not very lengthened lapses below the one-half per cent, 
and not one date being mentioned on which there was not a premium 
of some sort. These premiums were quite sufficient to make the 
practice different from the law. At anything over even one-quarter 
per cent premium for gold (or even one-hundredth of one per cent) 
no man alive would pay a debt in gold which he could pay in silver 
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without a premium, and consequently the demand for gold for 
standard and for unlimited legal tender in France was all this time 
in suspense. When the premium was between one and two per cent it 
was very serious indeed. Clearly not even for the smallest payment 
would any man pay in the proportion of £102 for every £100 
of debt. 

When I wrote the paper for the Bankers' Institute in 1886, I had 
no figures for the period from 1803 to 1820 before me ; but I may 
now refer to the ratios of Soetbeer, as quoted in the last report of the 
director of the United States mint {page 162) which gives the following 
average ratios of silver to gold from 1803 to 1820 inclusive. 

The sentences in italics are left out by Mr. Spahr ; the 
remainder of the quotation is correct. 
Then Mr. Spahr proceeds thus : 

Here follow portions of Soetbeer's tables, giving the ratio between 
the average prices of gold and silver bullion in the London market 
between 1803 and 1873. The French ratio is 1 to 15^ and the 
extreme variations during each decade are as follows. [Here is 
given a table stating a ratio for one year in each decade.] 

These tables are likewise published by bimetallists to prove that 
the free coinage of both gold and silver in France did keep the coins 
of the two metals at par with each other, and thus established a 
bimetallic standard. The facts then are agreed upon. What about 
the conclusions? A moment's consideration will show how far 
afield Mr. Giffen has gone in maintaining that France was mistaken 
in believing that she had had the concurrent circulation of the two 
metals under her bimetallic law. The points he fails to consider are 
these : (1) Soetbeer's prices are London prices ; (2) both Soetbeer's 
prices and his own are the prices of silver bullion and not of coined 
silver, and coinage in France, though free, was not gratuitous. 

The first natural inference from this statement of Mr. 
Spahr's is that the table he gives is taken from Mr. Giffen's 
book. But this is not the fact. The table given by Mr. 
Giffen, in connection with the extract quoted, covers each 
year from 1803 to 1820. Mr. Giffen gives this table, as he 
states, on the authority of the director of the United States 
mint, and for the purpose of adding to his former argument 
the statistics of the period 1803 to 1820. Mr. Spahr substi- 



226 POLITICAL SCIENCE QUARTERLY. [Vol. IX. 

tutes for this table another, compiled, apparently, by himself, 
from the London quotations, and he argues from this substi- 
tuted table as if it were Mr. Giffen's ! 

But if Mr. Spahr had quoted the actual table printed by Mr. 
Giffen in connection with the passage quoted, he would still be 
guilty of ignoring the principal basis of Mr. Giffen's argument. 
This basis is to be found in the paper read by Mr. Giffen at 
the Bankers' Institute in 1886. That paper is included in the 
volume Mr. Spahr was reviewing, is referred to in the quota- 
tion he makes, and a foot-note to that quotation gives the page 
where it is to be found. In this paper, on page 59, is a 
summary of the table giving the premium on gold in Paris at 
the beginning of each month for the years 1 820 to 1 847. The 
full table is referred to on page 58, and is given in Appendix 
A. It occupies ten pages, 225 to 234 inclusive. It is entitled : 
" Statement of the rate of exchange on Paris on the first post 
day in every month since January, 1820, and of the premium 
on gold at Paris at the same time." 

Mr. Giffen thus plainly declares that the figures given by 
him are for the premium on gold in Paris. When, there- 
fore, Mr. Spahr intimates that Mr. Giffen is working on 
Soetbeer's prices, which are London prices, he flatly contra- 
dicts Mr. Giffen. He contradicts him, and ignores his principal 
array of facts at the same time. 

If Mr. Spahr read this Bankers' Institute paper and exam- 
ined the Appendix A to which it refers, it is difficult to 
understand how he could suppose that Mr. Giffen was using 
London prices and not Paris prices. In Mr. Giffen's voluminous 
table the premium on gold is always set down at so many 
francs per thousand francs. How is it possible to confuse 
such a quotation of the premium on gold in Paris with the 
London price of bar silver ? " Francs " would never be used in 
quoting London prices. 

The gist of Mr. Giffen's contention is that there has never 
been in France for any long period an absolute interchange 
of gold and silver at the legal ratio of 15^ to 1. Mr. Giffen 
proves this by citing the actual premiums paid in Paris for 
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gold during the years 1820 to 1847 inclusive. There was 
always a premium. 

Mr. Spahr replies to this argument by giving a table of the 
relative value of gold and silver compiled from Soet beer's Lon- 
don prices of silver, as if it were Mr. Giffen's table. Then he says 
the points Mr. Giffen fails to consider are these : " (1) Soetbeer's 
prices are London prices ; (2) both Soetbeer's prices and his own 
[Giffen's] are the prices of silver bullion and not of coined 
silver, and coinage in France, though free, was not gratuitous." 

The simple statement that Soetbeer's prices are London 
prices is practically true, though he does give a small table 
of gold and silver prices in Paris for the years 1876 to 1886 
inclusive, compiled by Clement Juglar. His principal table 
is made up from the London quotations of Pixley and Abell ; 
but the intimation that Mr. Giffen's argument is based on the 
London price of silver is without foundation. 

Mr. Spahr's (2) is equally baseless. Mr. Giffen's argument 
is not founded on the price of bar silver either in Paris or in 
London. To say, as Mr. Spahr does, that Mr. Giffen's " prices 
are the prices of silver bullion, and not of coined silver," is to 
contradict the express statement made by Mr. Giffen, that the 
table he prints is a record of the premium which was paid at 
the given dates for the purchase of gold. Nor can there be 
any juggling between gold ingots and gold coin ; there was 
a premium on both. The premium was paid in silver or 
equivalent bank notes. The existence of this premium proves 
that the two metals were not absolutely interchangeable at the 
legal ratio. It follows that Mr. Spahr has himself traveled 
" far afield," and has not overthrown Mr. Giffen's argument. 

As a further aid to the study of the subject, and as a 
confirmation of Mr. Giffen's conclusions, the following table 
is valuable. It is taken from Notes et Tableaux pour servir a 
V Etude de la Question Mone"taire, by H. Costes, deputy-director of 
the Direction Ge"nerale des Caisses d'Amortissements et des Depdts 
et Consignations, and formerly deputy-director of the Direction 
Ge'ne'rale des Monnaies et M/dailles. The author is an undoubted 
authority. The table can be found at page 206 of his work. 
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Variations in the Price of Gold and Silver in Paris, and 
the Relation of Value between the Two Metals. 
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From this table it appears that in the first period, from 1841 
to 1850, gold was at a premium. In the second period, 1851 
to 1865, silver was at a premium. In the third period, 1866 to 
1872, silver lost its advantage and at the close of the period 
gold again was at a premium, or silver was at a discount. 

From this time on, we know that the discount on silver in- 
creased, until in 1874 its free coinage was restricted, and in 1878 
free coinage was stopped in France. Silver has continued to 
decline. In December, 1893, the recorded discount was from 
462 to 469 francs per 1000. This is equal to a ratio between 
the two metals of 1 gold to 22.66 or 22.76 silver. 

The facts set forth in Mr. Costes' table must forever settle 
the question of the status of the two metals in France. They 
show that absolute interchangeability has not existed. There 
have been premiums, first on one metal, and then on the other, 
so that there has been a " limping standard." 

The question which is before the American people to-day is 
whether such a " limping standard " is the best standard. The 
question is not whether silver should be used as money in con- 
junction with gold. Under any system a large quantity of 
silver can be used to advantage. The question is as to the 
ultimate standard. The wisest and most catholic examination 
of all the conditions is necessary to decide this question rightly. 

peace dale, rj. Rowland Hazard. 
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II 

I sincerely regret that my treatment of Mr. Giffen should 
have seemed to Mr. Hazard unfair. In citing Mr. Giffen's 
arguments I took some pains not to paraphrase, and when 
quoting, I tried to make my quotations long enough to give 
the full force of his argument. When I had quoted Mr. 
Giffen's declaration that the premium upon gold was " usually 
between one-half per cent and two per cent," and that "at 
anything over even one-quarter per cent premium (or even one- 
hundredth of one per cent) no man alive would pay a debt 
in gold that he could pay in silver without a premium," I 
thought that I had stated his point fully and fairly. 

Mr. Hazard's next charge looks more serious but is really 
less so. Following the passage quoted, Mr. Giffen gave, in 
the course of a page and a half, the Soetbeer ratios for each 
year from 1803 to 1820, and for each year from 1848 to 1867. 
These ratios are absolutely undisputed data, and there seemed 
no possibility of the suspicion of unfairness, when, in a dozen 
lines, I gave the extreme variations for each decade in which 
the bimetallic law was in force. There was no possible object 
to be gained in thus condensing Soetbeer's tables, except com- 
pactness and completeness. 

Mr. Hazard's third point is well taken. Though I never 
dreamed that Mr. Giffen's prices were London prices, I did 
believe that his prices, like Soetbeer's, were those of gold 
bullion and not French coin. Subsequent reference to files of 
the Journal des Dtbats showed me that the exchange dealer's 
prices for French coin, as well as for bar gold and English 
sovereigns, were subjects of quotation. Mr. Giffen did not cite 
his authority other than "old blue books," and it was impos- 
sible to attempt verification. Mr. Hazard's only serious inac- 
curacy at this point is that which Molesworth has pointed out 
in Mr. Giffen's tables, viz., the assumption that " the premium 
was paid in silver or equivalent bank notes." The premium 
was never paid in silver, but always in bank notes, in which 
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silver as well as gold was generally at a premium, as may 
be seen from Costes' table in Mr. Hazard's article. 

That which is most essential, however, to the understand- 
ing of this question is entirely overlooked by Mr. Hazard. 
Bimetallists do not assert that under bimetallism the bullion 
dealers' price of the two metals will remain absolutely uniform. 
Under monometallism the bullion dealers' price of the one 
metal does not remain absolutely uniform. What bimetallists 
do assert is that through the small premium offered by the 
bullion dealers, now for the one metal and now for the other, 
this parity in ordinary transactions is maintained. By means 
of this premium any increased demand for either metal is 
supplied out of the circulation, by melting or exporting, 
while an increased demand for the other (for currency) is 
thereby created. It was in this way that France, in Chevalier's 
famous phrase, served as a "parachute" to prevent the fall 
of gold when its production a generation ago was suddenly 
increased nearly tenfold. The premium upon silver at the 
bullion dealer's, Chevalier pointed out, was often about two per 
cent. Yet in ordinary payments silver would not be taken at 
any higher rate than gold. In our own country we had a 
similar experience last fall. At the very time that the mono- 
metallists were crying out that the fall of prices (despite all 
laws of political economy) was due to the fear of a depreciated 
silver currency, silver certificates at the exchange dealer's com- 
manded a premium of one per cent over gold, and of three 
per cent (even four per cent) over certified checks. Yet in 
ordinary transactions all were received alike, and many custom- 
ers of up-town banks continued to deposit their silver and paper 
money without the thought of a premium. With this experi- 
ence so vividly in their minds, Americans do not need an 
historical argument to show them that the slight bullion- 
dealer's premium at Paris, now on gold and now on silver, was 
indicative of the concurrent circulation of the two metals, 
instead of inconsistent therewith. That large amounts of silver 
remained in circulation long after the deluge of gold, I believe 
not even Mr. Giffen denies. Certainly Chevalier admitted it in 
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1859, and the statement of M. de Parieu, Vice-President of the 
Council of State, while presiding at the Monetary Conference, 1 
is conclusive as to its persistence until the end of the period in 
which the ratio was less than 15^: 1. That gold circulated in 
considerable amounts during the earlier period, is indicated by 
the extreme smallness of the exchange dealers' premiums, and 
is confirmed, as I urged in my former paper, by the bringing 
of large amounts of gold each year to the mint to be coined, 
although there was a mint charge for coinage. 

An unprejudiced examination of the workings of the 
bimetallic law in France cannot but convince one, I think, 
that the monometallists of the English Gold and Silver Com- 
mission showed more wisdom, if less valor, than Mr. Giffen 
and Mr. Hazard, when they admitted that this law did hold the 
two metals practically at par during seventy years of unpar- 
alleled changes in their relative supply cost of production. 

C. B. Spahr. 
New York City. 

1 Senate Documents, 1867-68, p. 44. 



